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Randy Grlmes CPA, LLC
- 1821 Teasdale Lane
Kokomo, Indiana 46902-4570 -
' (765) 455 8517 :

Independent Aﬁditdr?s Report

- Board of Directors R

cfd Investments, Inc. -

- Kokomo, Indiana

I have audited the accompanymg balance sheets of cfd Investments Inc. as of December
31,2002 and 2001, and the related statements of operations, retained earnings and cash

“flows for the years then ended. These financial statements are the responsibility of the

Company's management. My responsrbrhty is to express an oplmon on these ﬁnanc1al
statements based on my audits. :

I conducted my audits in accordance W1th generally accepted aud1t1ng standards Those

standards require that I plan and perform the audits to obtain reasonable assurance

about whether the financial statements are free of material misstatement. An audit .
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial

statement presentatlon I beheve that my audlts prov1de a reasonable basis for my

opinion.

In my oplnlon the ﬁnanc1al statements referred to above present fairly, in all material
respects, the financial position of cfd Investments, Inc..at December 31, 2002 and 2001,
and the results of its operations and its cash flows for the years then ended in conformlty

‘with generally accepted accountlng pr1n01ples

My audits were made for the purpose of formlng an oplnlon on the ba51c ﬁnancral
statements taken as a whole. The information on pages 11-15 is presented for the
purpose of additional analysis and is not a required part of the basic financial statements,
but is supplementary information required by rule 15¢3-3 of the Securities and Exchange

- Commission. Such information has been subjected to auditing procedures applied in the

audit of the basic financial statements and, in my opinion is fairly stated in all material
respects in relation to the basic financial statements taken as a whole..

G H
%ﬁ rimes, CPA
C

erfified Publlc Accountant .

| ‘February 13, 2003

. Member of the American Institute of CPAs and the Indiana cP4 Society




‘A , cfd Investments, Inc.

Current Assets:

Cash and cash equlvalents} (Note 2)

Investments (Note 1) |

‘. Balance Sheets

December 31, "

ASSETS

‘Commissions and fees: recelvable

- Prepaid expenses and deposits

Total Current Assets .

2002

66,199
52,867

53, 466
7,025

2001

57,410
56,353

54,434
4,107

172,304

Property and Equlpment (Note 4):

Computers and software
Furmture and equipment

. -179,557’

104,410

- 20,180

88,706

20,180

Total property and equ1pment
. Less: accumulated depre01at10n

Net property and equlpment L

Other Assets:
Deferred tax asset (Note 3)

Total Other_ Assets ‘

~ Total Assets

124,590

| <80,446>

108,886
<64,866>

44,144

39,227 .

44,020

44,773

39,227

44,773

262,928

261,097




Current Liabilities:

Accounts payable

Commissions payable -

Short-term notes payable

Current portlon of long-term debt

Total Current Liablilties (
Long-Term Liabilities:
Notes payable

" Less: current portlon (above)

Total Long-Term Liablilties i
Total L1ab111tles ‘ |

Shareholders Equity:
Common stock, no par value, 500 shares authorlzed,
- 379 shares issued and outstandlng
Additional paid-in capital
Retained earnings <deficit>

Total Shareholders' Equity |

Total Liabilities & Shareholders' Equity

-3_ |

:4 LIABILITIES AND SHAREHOLDERS' EQUITY

2002

§ 3623

129
10,000
1,263

15,015

3,395,

<1,263> -

2,132

17,147

376,625

15,500

- <146,344>

245,781 -

$ 262,928,

2001

21,698
2.139
10,000

33.837

33,837

376,625
15,500

<164.865>

227,260

$

261,097

The aecompanylng notes are an integral part of these financial statements.



~cfd Investments, Inc

Statement of Changes in Stockholders Equlty
- For the Years Ended
December 31,2002 and 2001

L Total
: S L Additional Retained - Stock-
Common . _ Preferred " Paid-in " - Earnings holders "
~Stock . - Stock - Capital . ‘(-Deficit) Equity
Balance, Januaryl 2001 . 8§ 376,625 $ -0 V_$_ ‘15/,500 $ <74,669> $ 317,456
Cap1ta1 1ncrease ,' - o o -0- , _ o o | -0-
“Rounding = - I - ' : S 0- ‘_0_>"
Net incom‘e <loss> for.the yea.t - S | R o R ' <90,196> <90,196>

‘BalanceDecember 31, 2001 376625 . 0o 15,500 <164,865> - 227,260 -

Cap1tal1ncrease T -O-' ) I L 0

Roundlng R | : 1 o1

.Net income <loss> for the year o L - 18,520 18, 520

' Balance, December 31,2002 - $.376625 . $'  0- $ 15500  $<146344> § 245, 781

The accompanymg notes are an 1ntegral part of these ﬁnanc1al statements




cfd‘ Invyestments, Inc.

Statements of Operatmns

For the Years Ended December 31,

Revenues
Comm1ss1on I'GVCIILICS

Total revenues

, Operating Expenses
Advertising and promotion .

- Clearing costs and fees

Commissions expense
Administrative fees | o
Education, seminars and meetmgs
Employee 1easmg/salar1es '
Telephone expense .

Fidelity and surety bonds

‘Registrations, licenses and assessments

Professional services
Dues and subscriptions .

- .Bad debts expense
- Travel and entertainment

Office and computer expense

Rent and utilities ,

Repairs and mamtenance :

Interest expense o -
Depreciation and amortization =
Mlscellaneous expenses

‘Total expenses ,
Operating profit <loss>

Other Income: .
Interest and dividend:1 1ncome

~ Unrealized gain or loss

Seminars, fees and mlscellaneous
Total other i 1ncome

Net income <loss> before 1nc0me taxes

Income taxes:
State corporate income taxes
Federal corporate income taxes

- Total 1 income taxes
‘Net income <loss> after taxes

' 5

$i3,2‘98,'596

3,298,596

65,269

153,205

2,588,188

3,952

12124
302,941
3,668
375
47,404

18,254

26 779

1,160

| 15,747

84,275 -
30,393 -

5,967
357
15,581
2739

- 3,378,378

<79,782>

1,391
<12,814>

115,271

103,848 -

24 066

2,007
3.539

5,546

18,520

2001
$ 2,418,031

2,418,031

75,538
125,558
1,714,815
20,442
4701
282,092
16,706
375
39,947
93,621
27,280
0
20,205
129,790
30,297
4,936
s
12,147
4,593

2,603,048

<185, 017>

4,14,1 ~

- <12,661>

78,316

69,796

C<115221>

%8,9_72>
<16,053>

<25,025>

5 <90,196>

The accompanymg notes are an mtegral part of these ﬁnanmal statements



'cffd investments, Inc. o

Statements of Cash Flows

f Increase (Decrease) in Cash and Cash Eqiuvalents -
For the Years Ended December 31,

Cash Flows from Operatmg Act1v1t1es
Cash received from customers |
Cash paid to suppliers and employees
Investment income recelved ) '

- Interest paid
Miscellaneous receipts

Net Cash Prov1ded <Used> by Operatlons

Cash Flows from'lnvestlng actwltles:
Net Proceeds From <Used For>:
_Acquisition of fixed assets
Net acquisition of i 1nvestments

Net cash provided <used> in investing activities |

Cash Flows from financing activities:
Net Proceeds From <Used For>:
 Issuance of short-term debt
. Issuance of long-term debt
Repayments of loans and advances -
Repayment of long-term debt

Net cash prov1ded <used> in ﬁnancmg act1v1t1es |
Net increase <decrease> in cash and‘. cash equiValents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period =~ .

$

2002 2001
$ 3299333 S 2,384,435
<3,357,491>  <2,553,602>
1391 4141
- <322> <S>
87,515 - 64,171
30,426 <100,860>
<15,703>  <16,657>
© <9,320> . 3,953
_,<25,032> <12,7Q4>
0 10 ooo'
14,050 |
0 53 266 ,
<655> 0 -
3395 63,266
8,789 <50,298>
57,410 107,708
66,199 $ 57,410




‘ . : . . . .

Cash Flows from ’O_perat:ing Actiirities:“ :

Net income <loss>

'Adjustments to reconcile net income to net cash

prov1ded by operatlng actwntles

' Depreciation and amortization
- Unrealized gain <loss>
Bad debts expense -

Changes in Operating Assets and Liabilities:

- <Increase> decrease in commissions receivable
<Increase> decrease in prepaid expenses

. <Increase> decrease in deferred tax asset

Increase <decrease> in accounts payable
Increase <decrease> in commlssmns payable ‘

Total Adjustments

Net Cash Provided <Used> by Operations

2002 2001
18,520 $  <90,196>
15,581 12,147
12,814 12.661
1,160 0
<191> <15,890>
919> 517

5.546 <25.025>
<18.075> 12,637
<2.010> <11
11,906 <10,664>

30,426  $ <100,860> -

~ The : accompanymg notes are an 1ntegral part of these ﬁnanc1al statements.

. _7_




~ cfd Investments, Inc.

N otes to Financial Statements
December 31 2002 and 2001 )

| Note 1- -Slgnlﬁcant Accountlng Policies: ' o
cfd Investments, Inc., (the "Company") was 1ncorporated in 1986 under the laws of the state
-of Indiana. However no stock was issued, nor were any assets acqurred until September,
1989. The Company is engaged in the secunty brokerage business. The Company was
-approved by its national regulatory agency, the Nat1ona1 Assoeratron of Securrtres Dealers -
(NASD), effective J anuary 16, 1990.. \ ‘ -

The books and records are mamtamed on the accrual basis of accountmg, whichisin
accordance with generally accepted accounting principles. Under this method, income is
recognized when earned and expenses when incurred. Commission income and expense .
are considered earned on the trade date of the transaction, with the exception of mutual
funds made by customers directly, whereby income is recognlzed when commissions are .
received. Srgmﬁcant p011c1es are- descnbed below

Orgamzatlon costs: | ' | .
“Organization costs of $ 4,500 were 1ncurred in 1989 for the start-up of the busmess These .
costs have been amortlzed over 60 months becommg fully amortized in 1994

Depreclatlon '
For book purposes, assets are depremated over the estlmated useful 11ves using the
straight-line method of depreciation. For tax purposes, assets are recovered under the -
provisions of the Modified Accelerated Cost Recovery System (MACRS), as provided by the
- Tax Reform Act of 1986. The difference in these methods is the principle difference between
book income as computed under generally accepted accountmg principles, and taxable income.
For 2002 and 2001, book depreciation and amortization totaled $ 15,581 and § 10,267, .
respectively, wh11e tax deprec:1at10n was $19 919 and § 15 377

Investments: ‘ ‘ '
In accordance with 1ndustry standards 1nvestments which represent a mutual fund and
securities, are reflected at market value. This value reflects an decrease over historical cost
of $ 34,861, of which the current year portron of $ 12,814 is reﬂected as an unrealized gam
<Ioss> on the statement of operatrons S o

Note 2- -Statements of Cash Flows: .
- The company considers all short-term, highly hquld 1nvestments which are readlly convertlble
to known amounts of cash, and whose or1g1na1 maturltres are three months or less to be cash
equivalents. . :
: ‘-8-




“ofd Investments Inc. ,
Notes to Fmancral Statements
December 31, 2002 and 2001
(Contmued)

Note 3- -Income Taxes:
Due to net operating losses mcurred in 1989 l99l l994 1998 and 2000- 2001 there are no
income tax liabilities for 2001 or 2002 state or federal income taxes. For 2002 tax purposes,
- the net operating loss carryforwards, totaling $ 143,005, may be carried forward fifteen or
“or twenty years from the year incurred, or until used dependant on its-year of origin.
For 2002, differences in book and tax deprec1at10n result in a favorablé timing difference
of $ 4, 338 and a favorable timing difference of $ 3,230 for 2001. Under present rules, the
the current and cumulative effect of timing differences between financial reporting income
and taxable income are recognlzed in deferred tax l1ab111ty and deferred tax asset accounts.

Note 4- -Long-Term Debt - :
The company acquired and financed a network setver with Dell Corporatlon Terms call for 36
monthly payments of $139.54, and interest computed at 8.99%. Amounts payable for 2003 to-
2005 are $ 1,263, $ 1,459 and S 673, respectlvely ,

Note 5- -Fixed Assets :
Fixed assets are recorded at h1st0ncal cost Deprec1at1on is recorded usmg the stralght hne
‘method based upon the estimated useful lives of the assets (Note D). Estlmated useful
11ves of fixed assets, by class, are as follows ,

~ Computers and software .~ - . 5 years
Furniture and equ1pment o S 7-years

Changes by class1ﬁcat10n of ﬁxed assets are summarlzed as. follows

2000 - 2002

- Asset classrficatlon Balance Additions . ~ Disposals ~_ Balance
Computers and software ~~ § = 88,706 $ 15703 8 . 0 $ 104410
Furniture and equrpment : 20,180 -0 -~ -0 20,180

0 $ 124,590

Totals ~ -+ - § 10888 §$ 15703  $

Changes by class1ﬁcat1on in the related accumulated deprecratlon are as follows:

Computersandsoftware B RS 109 $ 12739 $ 0 $ 66847

Furniture and equ1pment \ 10 757 - 2,843 - -0 13,599
Totals o $§ 64866 $ 15582 § 0 $ 80446




cfd Investments, Inc.

~ Notes to Financial Statements
"December 31, 2002 and 2001

: (Contlnued) S

Note 6- -Common Stock:

- Effective January 1, 1995, all 108 outstandrng shares of preferred stock were exchanged

- for 27 shares of common stock in-a nine-for-two’ exchange. The shares of preferred stock
" were surrendered by the shareholders December 31, 1994, with shares of common stock -
being issued effective January 1, 1995. In addition, three shares of common stock were -
issued in 1996, for total conmderatron of 9 375. In 1997 83 shares were issued for
total consrderatlon of $ 237,500. \ o ,

Note 7- -Net Capltal Requlrements '

The Company is subject to the Securities and Exchange Commlsron Uniform Net Capital
Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital, and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed

15 to 1. The rule of "applicable" exchange also provides that equity caprtal may not be
w1thdrawn or cash d1v1dends pard if the resulting net capltal ratio would exceed 10 to 1.

The Company had net caprtal of $ 127 762 and $ 100 161 at December 31 2002 and
2001, respectively. These amounts were in excess of its required net caprtal of $ 50,000
and $ 50,000 by $ 77,762 and $ 50,161, respectively. The Company's net capital ratio
was 13. 43 percent and 33.78 percent for 2002 .and 2001 respectlvely There are no loans
Wthh are subordinated at December 31 2002 or 2001 - :

-For purposes of the computatlon of net cap1tal the followmg is the schedule of non- -allowable

- assets: o =
‘ P o ‘2002‘ . 2001
Non- marketable securities  $ - 18,900 - § 18,900
Accounts receivable o 4,098 . - 9,008
Commissions receivable - 700 - 625
- - Prepaid expenses : oo 7025 4,107 -
Deferred tax asset , 39, 227 - 44,773:
* Fixed assets (net) S 44,144 : - 44,020

’Touﬂs‘_ s 11430941 O § 121433

" The Company S computatron of net capltal under Rule 15¢3-1 is presented on the followmg
* page. , . ,

.10




Total assets

‘Total liabilities -
'Net. worth

" Add: subordinated loans | i

Adjusted net worth

Less: non-allowable assets

Current capital
" Less: haircuts

‘Net capital

Required net capital

- Excess net cé‘pital B

Aggregate indebtedness .

Aggregate indebtedness to net capital -

ofd Inve'stments, Inc.

Computation of Net Capltal

December 31,

262,928
17,147

245,781

0

245781

114,094 .

131,687

3,925

127,762

150,000

- §

77,762

3

17,147

13.43

11-

2001
261,097

33,837

, .

227;260

0

.227',260»
121,433

105,827
5,666

100,161

50,000

50,161

$

33,837

3378

The: accompanylng notes are an mtegral part of these financial statements




efd Investments, Inc.

Requlrements Pursuant to Rule 15¢3-3
December 31 2002 and 2001

_ Exemptron under Sectron (k)(2)(11) is clarmed

Computatlon for Determination of Reserve Requlrements
' And Information for Possession or Control

All customer transactions are cleared through another broker/dealer on a fully disclosed

basis. The Company holds no customer funds or securities. Any such funds or securities
are promptly transmitted to the clearlng broker/dealer. The Company is therefore exempt -

Rule 15c3 3.

Unaudited Part II or Part IIA

Nt capital per unaudited Part 1A

Reconc1llat10n of Net Capltal Computatlon '
and Rule 15¢3-3 Reserve Requirement and

$ 129,591

$ 121 ,589

Increase <decrease> in cash and equivalents - 1,654
Increase <decrease> in eommrssrons recervable 130 .

- Non-allowable portion - <130> -0-
Increase <decrease> in prepaid expense <2‘,O67> ,
Non-allowable portion 2,067 -0-

- <Increase> decrease in depre01at10n <5,314> -
Non-allowable portion - ‘ : 5,314 - -0-
Increase <decrease> in deferred tax assets - <5,546> S
Non-alowable portlon o - 5546 - -0-
<Increase> decréase in accounts payable L : <3,623>
<Increase> decrease in commissions payable 462 -
<Increase> decrease in notes payable | <322>

Net caprtal per audit. $ 127,762

~_'1'2-

from the possession or control requlrements under Seeuntles and Exchange Commission

_()-

100,161




Randy Grlmes, CPA LLC
Certified Public Accountant . )
1821 Teasdale Lane - ‘ )
- Kokomo, Indiana 46902-4570 - S
: (765)455 8517 -

. the years ended December 31, 2002 and 2001, I considered its internal control structure,

Independent Auditor's Report on Internal Accounting Control Required by SEC Rule 17a-5

Board of Directors
cfd Investments, Inc.
Kokomo, Indiana

In plannlng and performmg my audits of the ﬁnanmal statements of cfd Investments Inc for
including procedures for safeguardlng securities, in order to determine my auditing

- procedures for the purpose of expressing my opinion on the ﬁnanc1a1 statements and not
to prov1de assurance on the 1ntema1 control structure ’ - \

Also; as requlred by Rule 17a S(g)( 1) of the Securities and Exchange Commlssmn Ihave

“made a study of the practices and procedures (including tests of compliance with such practices

and procedures) followed by cfd Investments, Inc. that I considered relevant to the objectives
stated in Rule 17a-5(g), in making the perlodlc computations of aggregate indebtedness

(or aggregate debits) and net capital under Rule 17a-3(a)(11) and the reserve required by
Rule 15¢3-3(e). I also made a study ot the practices and procedures followed by the Company
- in making the periodic computations of aggregate indebtedness and net capital under Rule
17a-3(a)(11) and the procedures for determining compliance with the exemptive provisions
of Rule 15¢3-3. I did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying with the requirements for
prompt payment for securities under section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, because the Company does not carry securlty accounts for customers
" or perform custodial functlons relatlng to customer securltles

The management of the Company is respon51ble for cstabhshlng and maintaining an internal -

- control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the -
expected benefits and related costs of internal control structure policies and procedures and
of the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the Commission's above-mentioned
objectives. Two of the objectives of an internal control structure and the practices and '
procedures are to provide management with reasonable, but not absolute, assurance that assets
for which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance w1th management S authonzatlon

‘ . -13- ‘

Member of the American Institute of CPAs and the Indiana CPA Society



Board‘of Directors -
February 13, 2003

- Page Two

and recorded properly to permlt preparation of ﬁnancral statements in conformity with generally

‘accepted accounting principles. Rule 17a-5(g) lists add1t10na1 Ob_]eCthCS of the practices and
' procedures listed in the precedrng paragraph

Because of 1nherent 11m1tat10ns in an internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected: Also, projection
of any evaluation of them to future periods is subject the the risk that they may become

* inadequate because of changes in condltlons or that the effectlveness of their design and

operatron may detenorate

My con51derat10n of the internal control structure would not necessarlly dlsclose all matters

in the internal control structure that might be material weaknesses under standards established |
by the American Institute of Certified Public Accountants. A material weakness is a condition
in which the design or operation of the specific internal control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in amounts that would be .
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions.- However, . noted no matters involving the internal control structure, including
procedures for safeguardlng securrtles that I cons1dered to be material Weaknesses as -

defined above. : :

I understand that practices and procedures that accompllsh the obJectlves referred to in the
second paragraph of this report are considered by the Commission to be adequate for its -
purpose in accordance with the Securities Exchange ‘Act of 1934 and related regulations, .
and that practices and procedures that do not'accomplish such-objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding,
and on my study, I believe that the Company's practices and procedures were adequate at

: December 31, 2002 and 2001, to meet the Commlsswn s objectlves

This report is intended solely for the information and use of cfd Investments, Inc. rnanagement '
the Securities and Exchange Commission, the New York Stock Exchange and other
regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934

- and should not be used for any other purpose.

Certified Pubhc Accountant -
February 13, 2003
‘ Co-14-

" Randy Grimes, CPA, LLC 1821 Teasdale Lane Kokomo, Indiana 46902-4570' (765) 455-8517
. Member of the American Institute of CPAs and the Indiana CPA Society ' :




